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Financial Analysis of Farmland Owned by the Departments of
Corrections and Human Services

ISSUE

This Issue Review provides information concerning farmland owned by the Departments of
Corrections and Human Services, present value of the land, and alternative investment
strategies for that value.

AFFECTED AGENCIES

Department of Corrections (DOC)
Department of Human Services (DHS)

CODE AUTHORITY

lowa Code sections 904.302 and 904.706 (farmland owned by the DOC and DHS)

BACKGROUND

Historically, the State Institutions (prisons and DHS residential facilities) operated farms to offset
operating costs. The farms provided food and generated work for the Institutions’ residents.
The General Assembly eliminated the Department of Social Services by dividing it into the
Department of Corrections and the Department of Human Services in 1983. The responsibility
for managing the farms was given to the newly created DOC in cooperation with the DHS.*

This Issue Review focuses on farmland owned by the DOC and the DHS, and managed by
lowa Prison Industries (IPI) through an agreement between the two Departments under lowa
Code chapter 28D.? These properties are maintained by the IP!I.

Senate File 447 (FY 2014 Justice System Appropriations Act) specifies that it is the intent of the
General Assembly that the DOC continue farm operations at the same or greater level as was in
existence on January 1, 2011. This language has been included in the Act for several years.
The DOC is prohibited from renting land under its control that was not being rented on January
1, 2011, without legislative approval. The DOC is required to provide meaningful job
opportunities for inmates employed on the farms.

lowa Code section 904.302 creates the Farm Operations Administrator and defines the duties of
the position. lowa Code section 904.706 creates the Revolving Farm Fund to provide a funding

! SF 464 established the Department of Corrections in 1983. See the 1983 lowa Acts, Chapter 96.

2 The Departments of Corrections, Human Services, Natural Resources, Transportation, Public Defense,
and the Board of Regents are authorized to buy and sell real estate as necessary to complete the mission
of the agencies. A variety of state agencies own land; this asset is reported in the lowa Comprehensive
Annual Financial Report for FY 2012.
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mechanism for farm operations. This section requires annual financial reporting to be on a
calendar year (CY) basis. This section also requires the Governor, the chairpersons, and
ranking members of the House and Senate Appropriations Committees plus the chairs and
ranking members of the Justice System Appropriations Subcommittee to be notified before any
farm operation is phased out. lowa Code section 904.317 permits the Director to buy and sell
real estate, and sets the parameters of any acquisition or sale of real estate.

CURRENT SITUATION

lowa Prison Industries manages 10 farms listed in Attachment 1, including four farms owned by
the DHS. The farms are managed by the IPI and maintained on a cash-based accounting
system. Farm operations include row crops, cattle, and rent on approximately 5,000 acres. The
map below shows the farm locations across the State.
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Operating Farms

Leased Out Farms

Profits and losses generated by the farms flow through the Revolving Farm Fund. All income
generated from renting out the DHS farms is deposited in the Revolving Farm Fund. lowa
Prison Industries does not receive a state appropriation to operate the farms; they must
generate a net profit to remain in business.

Farm Administration

There is a Farm Operations Administrator plus four full-time and four part-time staff. Total
staffing is equivalent to 6.69 FTE positions. Staff uses the lowa State University (ISU) lowa
Farmland Value Survey definitions to determine the amount of acres by category (crop ground
or pasture/timber/grass). The crop ground is certified to meet those definitions by IPI farm staff
with the county Farm Service Agency (FSA) where the farm is located. Leased crop ground is
certified by the renters.

The IPI modified its land rental practices in 2012 to use a more competitive bid practice. Bids
are taken every three years. The rented farms are bid on a staggered schedule and are not all
rebid in the same year. The leased ground is advertised in local newspapers for each farm
location. Bid packages are sent to past bidders and any new interested bidders. The bid
package states the minimum acceptable rent per acre to ensure IPI receives comparable rent
for crop ground as other farmers in that county. The current ISU Cash Rental Survey is used to
show the average, high, medium, and low cash rental amounts for each county to determine the
minimum acceptable rent per acre. Bidders are required to provide financial statements, years
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of farming experience, a list of their equipment, references, and a letter of credit from their
banker each year. This information is reviewed and reference checks may be conducted. The
top five bidders that meet qualifications and the current renter (if interested) are then invited to
an auction. The lease is awarded to the highest bidder that shows financial soundness, farming
experience, and equipment to farm the ground, good references, and a letter of credit from their
banker. The price per acre is fixed for three years.

The IPI first started using the new process in 2012 for crop year 2013 at the Eldora farm, and it
resulted in a substantial increase in rent receipts, from $313.00 per acre for 2012 to $410.00 per
acre for 2013, a 30.9% increase in rent per acre. The IPI intends to auction the leased ground
at Woodward and Independence in 2013.

In addition to private farmers, the IPI rents to other state agencies or private nonprofit
corporations. The Clarinda Youth Corporation (CYC) rents 20 acres for its program for at-risk
and delinquent juveniles. The Animal Rescue League (ARL) rents 10 acres at Rockwell City for
rescued horses. The lowa Correctional Institution for Women (ICIW) also entered into a venture
with ISU for planting trees on one acre. The Department of Natural Resources (DNR) rents 50
acres: 47 acres at Fort Madison (state nursery seedlings), one acre at Mitchellville
(wildflowers), and two acres at Rockwell City (wildflowers and prairie grasses).® The table
below shows the rent income and lease expiration by location.

IPI Rent Receipts and Lease Expiration by Location

FY 2012 FY 2012
Rent per Acre  Rent Per Acre Lease
Location CY 2009 CY 2010 CY 2011 CY 2012 Private Farmer Other Entity Other Entity Expiration*
Eldora $ 40,564 $ 405564 $ 64,587 $ 69,142 $ 313.00 $ 0 February 2016
Fort Madison 25,399 10,561 18,350 24,084 211.05 199.00 DNR February 2016
Glenwood** 30,885 0 0 0 0
Independence 12,144 12,144 21,222 23,037 315.58 February 2016
Newton 122,341 122,341 234,207 253,938 317.00 February 2016
Clarinda 2,780 2,780 3,130 3,200 125.00 110.00 CYC February 2016
CYC same as the farmer

Rockwell City 1,635 1,635 2,215 2,215 199.50 ARL 2027

110.00 DNR 2021
Woodward 106,972 106,298 210,373 228,572 352.30 2017
Total $342,720 $296,323 $554,084 $604,188
Notes:
*Leases are in the process of being modified.
**The General Assembly transferred the Glenwood farm from IPI and the DHS to the DNR for archeological preservation during
the 2009 Legislative Session.

The IPI has sent lease cancellation notices to the farmers at Woodward and Independence so
that rent auctions can be conducted. Leases will be for three years rather than the current five
years. The successful bidder will enter into a three-year lease starting in March 2014 and
ending in February 2017. The IPI intends to send lease cancellation notices to the farmers at
Fort Madison and Newton so that rent auctions can be conducted, and leases will be for three
years rather than five years. The successful bidder will enter into a three-year lease starting in
March 2015 and ending in February 2018.

lowa Code section 904.302(8) requires the IPI to pay property taxes on rented farm ground,
starting in CY 2007. The property taxes paid by the IPI by calendar year include:

e 2007 —$21,022 (half-year only) e 2010 — $49,062
e 2008 —$44,098 e 2011 —$45,325
2009 — $43,244 o 2012 — $45,277

% lowa Code section 904.705 permits the DOC to operate forestry nurseries in cooperation with the DNR.
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Inmate Labor

Inmate labor on a prison farm provides an option for the DOC to meet lowa’s Hard Labor Law
(lowa Code section 904.701). The table below shows inmate labor hours worked on the prison
farms for the last four years. The IPI pays the allowances for offenders working within the farms
training programs via the Revolving Farm Fund. The beginning allowance for all offenders
working on the farms is $0.58 per hour; that is the established allowance per DOC policy.
Allowances may increase over time as offenders undertake more skilled work training, work
longer in the program, or meet other work-related criteria. Since most offenders working on the
farms are short tenured and mostly manual labor, the majority earn $0.58 per hour.

Inmate Hours Worked by Calendar Year and Location

Location CY 2009 CY 2010 CY2011 CY 2012
Fort Madison 4,265.0 3,334.0 5,397.0 12,440.0
Anamosa 5,186.0 4,795.0 4,569.0 5,071.0
Newton 3,343.0 2,803.5 4,840.0 3,687.0
Total 12,794.0 10,9325 14,806.0 21,198.0

The use of inmate labor increased by 130.5% at Fort Madison from CY 2011 to CY 2012. The
increase is primarily due to creating a truck garden (approximately nine acres) at Farm Three.
Work at the ISU nursery increased at Fort Madison when the DNR rented five more acres.
Inmate labor at Anamosa and Newton remained relatively stable.

Generally, offenders need to be a low security risk to be eligible to work on a prison farm, and
low-risk offenders are more likely to be released to parole supervision. Therefore, there is high
turnover in inmate labor on prison farms.

Analysis of Balance Sheets and Income Statements

Refer to Attachments 2 and 3 for balance sheets and income statements for CY 2007 through
CY 2012. Net income for the farm operation has varied widely over the last six years, ranging
from a low of $8,304 in losses in CY 2009 to a high of $521,947 in profits in CY 2012. The
average annual net income across the last six years was $208,827. Three years ago, the
average annual net income over a six-year reporting period (CY 2004 through CY 2009) was
$92,595. This is an increase of 125.5% in average annual income in three years.

The increase in net income for the IPI farms is similar to that experienced by other lowa
farmers. According to the U.S. Department of Agriculture (USDA) Economic Research Service,
lowa net farm income was $95,200 for CY 2012; this is an increase of 84.9% compared to three
years ago, and an increase of 181.1% compared to six years ago. Farm income is up primarily
due to the increased value of corn and soybeans, cattle, and rent.

The price per bushel of soybeans was $14.30 in Market Year (MY) 2012; this is an increase of
50.2% compared to MY 2009. The price per bushel of corn was $7.20 in MY 2012; this is an
increase of 100.5% compared to MY 2009.* Beef cattle prices have been trending up over the
last three years. For example, average prices were $122.70 (live weight) for choice steers in
CY 2012. This is an increase of $48.5% compared to CY 2009.°

lowa Prison Industries has reinvested recent profits in buildings, machinery, equipment, and
inventory, resulting in asset growth. Values for current assets such as cash on hand, accounts

* See the USDA Economic Research Service website at www.ers.usda.gov/ for historical commodity
Erices. See the Legislative Service Agency’s Factbook for more farm statistics.

Historical prices are provided by the ISU Extension and Outreach website at
www.extension.iastate.edu/agdm. See the lowa Beef Center website at http://www.iowabeefcenter.org/
for information on cattle ranching, prices, and forecasts.
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receivable, crops in process, feed, livestock inventory, and fixed assets like farm buildings,
machinery and equipment, and breeding stock have all increased.

While farm prices are up, the IPI still relies on rent income for long term stability and working
capital. The IPI, like other state agencies, cannot have short-term working capital loans.®
Approximately 38.5% of the farmland is rented to private farmers, the CYC, the ARL, and the
DNR.

PRESENT VALUE AND ALTERNATIVE INVESTMENT STRATEGIES

There are many variables to consider regarding state ownership of land. See the Issue
Review, Proposed Sale of State Farm Ground published by the LSA on December 2, 2010, for
issues to consider when reviewing the farm ground operation.

One example of the tradeoffs of maintaining the prison farms is the truck garden at Fort
Madison. Creating a truck garden significantly increased inmate hours worked. It also provided
fresh fruit and vegetables to the lowa State Penitentiary at Fort Madison at a reduced price.
The IPI sold the produce to the prison at 50.0% of the price of the current vendor. However,
establishing and maintaining the garden is subsidized by the IPI rental income. The garden
cannot financially sustain itself, especially if the produce continues to be sold at 50.0% of the
market rate. It generated about $8,000 in sales in CY 2012. Also, the Fort Madison prison food
budget is $1.4 million in FY 2013. While this budget includes more than fresh produce,
substantial savings for the prison will not be realized through purchases from the truck garden.

Calculation of Present Value of Farm Ground that May Be Sold

Attachment 1 shows 4,933 acres of farm ground under the control of the DOC and the DHS.
Based on the following adjustments, the net acres identified for potential sale is 3,869.

e Subtracted 200 acres of pasture at Anamosa to provide a buffer zone around the prison and
land for potential future construction.

e Subtracted 237 acres to exclude any ground at Farm One at Fort Madison from the
calculations. This farm is dedicated to construction of the new maximum security prison.

e Subtracted 97 acres to exclude any ground at Mitchellville from the calculations. The farm is
dedicated to construction of new prison buildings, and also, the DOC, the IPI, and ISU are
working on current and proposed future landscape architecture projects at this location.

e Subtracted 200 acres of pasture at Newton for a buffer zone.

Subtracted 50 acres from crop ground at Rockwell City for a buffer zone.

e Subtracted 20 acres at Clarinda for the athletic field currently rented by the Clarinda Youth
Corporation.

Subtracted 200 acres at Woodward for a buffer zone.

e Subtracted 50 acres currently rented by the DNR for the state nursery and 10 acres rented
by the ARL due to the long-term lease arrangements currently in place with those two
entities.

¢ No land under the control of the DNR, such as Glenwood land, is included in the acreage
amount.

Several calculations were conducted to capture price variations across time. The first
calculation is based on the ISU 2012 lowa Farmland Value Survey. This survey provides values
for high, medium, low, and average value cropland by region and average value by county in
2012. The calculation applied the medium price to the number of good quality acres, adjusting
for the average price by region and county versus region. For the lower quality acres, the low

® lowa governmental agencies are not allowed to incur debt pursuant to the lowa Constitution, Article VII,
sections 2, 5, and 24.
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region value was applied, also adjusting that low value for the ratio of county average to the
region average for all acres. The value of other acres (pasture and timber) is calculated at the
nontillable pasture rate from the survey. A 9.0% reduction was applied to the end result of the
calculation to capture the error rate associated with the farmland value survey.” The first
calculation results in a gross sales estimate of $21.6 million.

The second calculation is based on the ISU Farmland Value Survey for September 2013. This
survey provides values for high, medium, low and average value cropland by region for crop
ground, pasture, and timber in September 2013. The calculation applied the medium price to
the number of good quality acres, with no adjustment for the average price by region or county
versus region. Pasture and timber values were calculated using the same methodology as the
first calculation, and a 9.0% reduction was applied to the end result. The second calculation
results in a gross sales estimate of $22.2 million.

The third calculation is based on the statewide average value per acre for farmland for
September 2013. The average price per acre for crop ground is $8,780 and for nontillable
pasture rate is $2,702. A 9.0% reduction was applied to the end result. The third calculation
results in a gross sales estimate of $22.0 million. See Attachment 4 for the calculation details.

Selling 3,869 acres currently owed by the DOC and the DHS may generate approximately $21.9
million in gross receipts, that is, receipts before the costs of the sale, including but not limited to
realtor commissions, survey costs, advertising, and legal and administrative costs incurred by
the Office of the Attorney General and the Department of Administrative Services. This
estimate is based on current information and estimated acres available for sale, plus the
average of the three calculation methodologies. Actual gross receipts may vary due to
fluctuations in farmland and residential real estate markets, plus the results of any land surveys.
Additionally, the lowa farmland price per acre has increased over 250.0% since 2003. Concern
has been expressed that farm ground prices may be in a “speculative bubble.”®

The calculations above may be understated inasmuch as the value of other assets, such as
machinery and equipment, are not included. It is assumed those assets will be sold if the land
is sold. The receipts from such sales may be used to cash flow the costs of selling the land. On
the other hand, the calculations above may be overstated given the high land values in the
State. If current prices are in a “speculative bubble” the price per acre may decrease by the
time the land is actually sold.

Alternative Investment Strategies

The IPI farms are a long term, tangible asset. Any such asset may be subject to appreciation or
depreciation over time. The IPI farms have significantly appreciated in value over the last
several years. See the Issue Review, Proposed Sale of State Farm Ground, published by the
LSA on December 2, 2010. The land’s value was calculated to be $13.6 million at that time,
using the 2009 lowa Land Value Survey. As calculated above, the land’s value is currently
estimated to be $21.9 million, an increase of $8.3 million (61.0%) over the last three years. The
IPI net farm income has increased as well over the last three years, going from $33,894 in CY
2010 to $521,947 in CY 2012, an increase of $488,053 (1,439.9%). The calculation of an
annual rate of return on the land results in a gain of 2.38% (net income of $521,000 divided by
land value of $21.9 million). The calculation of a rate of return using a four year smoothing
method results in a gain of 1.2% (net income over the last four years of $1.0 million divided by

" The survey is based on the opinion of individuals knowledgeable in the value of lowa farmland. It is not
based on actual sales. See http://www.extension.iastate.edu/agdm/wholefarm/html/c2-70.html for further
discussion of the survey and its historical accuracy.

® See the ISU 2012 lowa Farmland Value Survey for a thorough discussion of the factors, both positive
and negative, that are driving lowa farmland prices.
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land value of $21.9 million divided by four years). This percentage results in a dollar value rate
of return of $262,800.

Actuarial valuation reports have recently been published for certain retirement systems; these
systems invest in assets over the long term and are used here to illustrate the potential use of
the $21.9 million land value.® The table below shows the actuarial rate of return for the Judicial
Retirement System, the Municipal Fire and Police Retirement System of lowa (411 System), the
Peace Officers’ Retirement, Accident, and Disability System (POR), the lowa Public Employee
Retirement System (IPERS), the Revolving Farm Fund, and the annual rate of return for the
investment pool managed by the Treasurer of State.'® These rates are then applied to the
$21.9 million estimated value of the land to show potential income for alternative investments.

Rate of Return and Potential Income for Investing $21.9 Million

Smoothing Potential Income for

Fund Period Rate of Return Investing $21.9 million

Judicial Retirement System four years 7.90% S 1,730,100
411 System five years 4.02% 880,000
POR four years 4.30% 941,700
IPERS four years 7.57% 1,657,000
Revolving Farm Fund - annual annual 2.38% 521,000
Revolving Farm Fund - annual four years 1.20% 262,800
Pooled Investment Fund annual 0.27% 59,000

BUDGET IMPACT

As discussed in this Issue Review, lowa farmland values are at historically high levels. The
General Assembly may want to consider selling the land while it may be at a peak in value. Any
sale of farmland will result in one-time revenue to the State of approximately $21.9 million in
gross receipts. The costs of the sale may be expensed against the Revolving Farm Fund. Any
sales of land will likely occur over the course of several fiscal years, possibly beginning in CY
2015 and ending in CY 2017. Refer to the Issue Review, Proposed Sale of State Farm Ground
published by the LSA on December 2, 2010, for a list of assumptions related to selling the land
and available mechanisms for cash-flowing the sale.

The alternative investment strategies presented in this Issue Review do not capture the
opportunity costs associated with selling the land, or the future value of maintaining ownership
of the land. For example, during the 2008 Legislative Session, the General Assembly
authorized the construction of a new maximum-security prison at Farm One at Fort Madison,
and expansion of the lowa Correctional Institution for Women at Mitchellville. Both construction
projects were built on existing land owned by the State. This lowered the overall costs of the
construction projects. Selling the farmland reduces the amount of land available for potential
future expansion or replacement of existing DOC and DHS facilities.

STAFF CONTACT: Beth Lenstra (515-281-6301) beth.lenstra@legis.iowa.gov

° Copies of the actuarial valuation reports from the Judicial Retirement System, the 411 System, the POR
System, and the IPERS are available by contacting the LSA.

19 Note the investment pool has different goals compared to retirement funds, including but not limited to
security, liquidity, and yield that dampens its rate of return. See Attachment 5 for information from the
lowa Treasurer of State regarding percentage yields of various short-term investments.
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Attachment 1

lowa Prison Farms

Operating Farms Crop Acres Pasture/Timber/Grass | Rented Out Acres Department of Wetland| Total
Farm Location (from certification) (approx.) (per lease) Natural Resources
Anamosa 605.0 820.2 8.7 |[1,433.9
Ft. Madison
Farm #1 167.4 69.8 (Crop) 237.2
Farm #3 272.3 210.5 47.0 529.8
Newton 60.0 386.0 799.4 (Crop) 1,2454
Mitchellville 89.8 7.3 1.0 98.1

(Grass Area)

Rockwell City 148.1 1.8 10.0 2.0 161.9
(ARL)
Subtotal 1,175.2 1,593.1 879.2 50.0 8.7 |3,706.2

Leased Out Farms
Farm Location

Eldora 65.2 220.9 (Crop) 286.1
Clarinda 8.0 (Crop) 8.0
20.0 (CYC) 20.0

Independence 3.9 73.0 (Crop) 76.9
Woodward 188.7 647.3 (Crop) 836.0

Subtotal 0.0 257.8 969.2 0 0 1,227.0
Total 1,175.2 1,850.9 1,848.4 50.0 8.7 14,933.2
Notes:

1. The farms are managed by lowa Prison Industries (IPI), and funded through the Revolving Farm Fund.

2. IPI rents land to private sector farmers to generate receipts for the Revolving Farm Fund.

3. The numbers above do not include acres maintained by the Institutions, such as parking lots, lawns, gardens, or buildings.

4. The Department of Natural Resources rents ground for seedlings for the State Nursery and employs offenders.
They pay rent to support IPI's upkeep of the ground. The DNR rented 5.0 more acres in CY 2012.

5. Rented acres at Farm One at Fort Madison reflect a reduction of 95.3 acres dedicated to constructing the
maximum-security prison authorized by the General Assembly in 2008. IPI will adjust the acres when the
construction is completed and new aerial maps are done by the Lee County Farm Service Agency (FSA).

6. Crop acres at Mitchellville reflect a reduction of 75.0 acres for the construction project authorized by the General
Assembly in 2008.

7. Rented acres were reduced to 799.4 at Newton in CY 2012 to put 10 acres in production for a garden for the
lowa Food Bank.

8. Rented acres were reduced to 647.3 at Woodward in CY 2012 after 9.0 acres were used for sewer lagoon
expansion for the Woodward Resource Center.

9. Decreased 2.0 acres in crop ground at Mitchellville in CY 2013. Started renting 1.0 acre to the
DNR for a wildflower program. Started a new tree venture with ISU on 1.0 acre.

10. Transferred 14.0 acres from pasture/timber/grass to crop ground in CY 2012 at Newton.

11. Transferred 11.0 acres from pasture/grass to crop ground in CY 2012 at Anamosa.

12. Transferred 16.6 acres from Institution garden to crop ground at Farm 3 at Fort Madison in CY 2011.

Source: lowa Prison Industries



IPI Prison Farms

Balance Sheets

Revolving Farm Fund

Attachment 2

CY 2007 CY 2008 CY 2009 CY 2010 CY 2011 CY 2012
ASSETS
Current Assets
Cash per State Comptroller $ 528,825 $ 234368 $ 419,144 $ 383629 $ 418,273 $ 683,310
Accounts Receivable 5,262 77,717 23,013 0 3,843 9,651
Chemicals, Seeds, Other-Inv. 1,127 956 1,887 3,619 6,665 1,236
Crops in Process - Inventory 0 35,607 31,479 76,914 71,366 169,751
Commercial Feed - Inventory 8,312
Crops for Sale/Feed 542,116 540,347 487,591 556,792 939,629 943,201
Livestock-Inventory 346,501 354,776 357,382 383,442 410,737 465,552
Total Current Assets 1,423,831 1,243,771 1,320,496 1,404,396 1,850,513 2,281,013
Fixed Assets
Automobiles & Trucks
Accumulated Depreciation (83,125) (92,923) (58,123) (80,628) (100,213) (124,459)
Original Cost 86,805 146,600 117,637 128,124 148,327 153,327
Total Automobiles & Trucks 3,680 53,677 59,514 47,496 48,114 28,868
Farm Buildings
Accumulated Depreciation (567,674) (611,578) (613,520) (636,337) (660,888) (723,483)
Original Cost 920,056 1,054,952 1,030,798 1,031,848 1,104,329 1,198,135
Total Farm Buildings 352,382 443,374 417,278 395,511 443,441 474,652
Mach/Equip/Purch Breeding Stock
Accumulated Depreciation (603,142) (675,772) (692,248) (775,620) (829,705) (905,615)
Original Cost 1,195,352 1,361,072 1,327,710 1,407,050 1,437,601 1,551,775
Total Mach/Equip/Purch Breeding Stock 592,210 685,300 635,462 631,430 607,896 646,160
Total Fixed Assets 948,272 1,182,351 1,112,254 1,074,437 1,099,451 1,149,680
Other Assets
Due from State Vehicle Dispatcher 33,000 0 0 (10,487) 1,650 1,650
Land 430,203 430,203 430,203 430,203 430,203 430,203
Lease Receivable 0 0 (220) 0 (220) 0
Prepaid Expenses 91,251 98,905 92,233 139,212 181,018 183,496
Total Other Assets 554,454 529,108 522,216 558,928 612,651 615,349
TOTAL ASSETS 2,926,557 2,955,230 2,954,966 3,037,761 3,662,615 4,046,042
LIABILITIES & EQUITY
Current Liabilities
Accounts Payable $ 8527 $ 14501 $ 14892 $ 17,724 $ 49,622 $ 35,887
Deferred Revenue 62,228 57,531 50,919 48,748 99,687 98,631
Current SERIP Insurance Payment 0 0 0 4,285 2,614 0
Deferred Revenue - FEMA 0 0 11,707 0 0 0
Total Current Liabilities 70,755 72,032 77,518 70,757 151,923 134,518
Long Term Liabilities
Accrued Sick Leave Term/Ret Pay 2,153 2,153 2,153 0 0 0
Non-Current SERIP Cash Payment 0 0 0 28,992 21,743 14,496
Non-Current SERIP Insurance Payment 0 0 0 35,000 17,000 0
Accrued Vacations Payable 42,527 49,364 51,918 45,743 49,398 52,531
Total Long Term Liabilities 44,680 51,517 54,071 109,735 88,141 67,027
Total Liabilities $ 115435 $ 123549 $ 131,589 $ 180,492 $ 240,064 $ 201,545
Equity
Opening Balance Equity $2,591,533 $2,811,122 $2,831,681 $2,823377 $2,857,271 $ 3,322,551
Net Income 219,589 20,559 (8,304) 33,894 465,280 521,947
Total Equity $2,811,122 $2,831,681 $2,823377 $2,857,271 $3,322551 $ 3,844,498
TOTAL LIABILITIES & EQUITY $ 2,926,557 $2,955,230 $2,954,966 $3,037,763 $3,562,615 $ 4,046,043

Note: IPI chanaged its format of the financial statements in CY 2012. The inventory adjustments are now classified as noncash revenue.
The prior format has been maintained here to enable multiyear comparisons of assets, liabilities, and equity.

Source: lowa Prison Industries



Income
Revenue

Other Income
Interdepartmental Revenues
Other Farm Income
Sale of Garden Produce
Sale of Livestock Purchased
Sale of Livestock Raised
Sale of Organic Crops

Sale of Produce & Crops Raised
Inventory - Crops Held for Sale or Feed

Total Revenue

Expense
Admin. Travel Expense
Administrative Depreciation
Administrative Salaries
Advertising
Auto/Truck Expense
Breeding Fees
Bull Rental
Conservation & Land Clearing
Cost of Sales

Chemicals, Seeds & Other - Inv.

Civilian Salaries

Crops In Process - Inventory
Feed Purchased

Fertilizers, Lime & Chemicals
Grains/Feeds Inventory
Labor Hired (Inmates)
Livestock - Inventory
Livestock Purchased
Organic Fertilizer

Organic Labor Hired (Inmate)

Organic Seeds & Plants Purchased
Garden Seeds & Plants Purchased

Seeds & Plants Purchased
Total Cost of Sales
Crops Fed
Custom Feeding Expense
DAS Utility Billing
Depreciation Expense

Donation - TRF Horse Program Newton

Freight & Trucking

Gas, Fuel, & Ol

Inmate Medical Expense

Insurance - Crop

Hay Purchased

Machine Hire

Machine Lease & Rental

Miscellaneous Expense

Office Supplies/Postage Expense

Organic Conserv & Land Clearing

Organic Fees

Total Other Expense

Other Organic Selling Expenses

Other Selling Expenses

Property Taxes

Repair to Buildings

Repair to Machinery

Storage/Warehousing

Supplies Purchased

Survey Expense

Telephone Expense

Travel Expense

Unusual Expense

Utilities

Veterinary Fees & Medicine
Total Expense

Net Income (Loss)

Source: lowa Prison Industries

Attachment 3
IPI Prison Farms
Profit & Loss Statement
Revolving Farm Fund

CY 2007 CY 2008 CY 2009 CY 2010 CY 2011 CY 2012
$ 5174 % 11,460 $ 54,684 $ 5745 $ 20,943 % 21,554
14,050 35,050 27,783 33,832 39,470 70,747
391,277 436,562 481,291 398,938 605,903 670,927
0 0 0 0 0 8,046
19,412 30,925 12,132 34,331 56,493 32,382
210,622 198,236 207,545 225,791 243,367 281,481
3,313 17,457 12,801 586 9,664 34,273
290,407 481,816 531,371 495,491 476,036 870,488
0 0 0 0 382,837 228,633

$ 934255 $ 1,211,506 $ 1,327,607 $ 1,194,714 $ 1,834,713 $ 2,218,531

$ 48 3 1,954 $ 0o $ 0o $ 200 $ 305
0 0 0 0 0 0
74,538 87,694 84,364 88,580 123,855 153,031
19 429 48 536 0 532
7,759 13,485 13,923 9,392 10,830 9,467
873 996 1,370 1,000 1,008 1,549

0 2,880 3,335 3,000 3,108 3,318

4,427 12,475 71,021 9,693 73,388 29,368
(569) 171 (931) (1,732) (3,046) 5,430
300,964 350,853 366,804 409,650 311,301 333,955
336 (35,606) 4,127 (45,435) 5,549 (98,386)
51,090 67,869 64,057 61,600 91,019 56,524
87,098 116,093 140,098 138,697 161,966 299,331
(199,030) 1,769 52,756 (69,202) 0 12,280
6,949 6,957 6,939 5,868 7,145 12,374
(11,413) (8,274) (2,606) (26,060) (27,295) (54,814)
23,742 46,994 14,488 53,538 26,059 42,609
2,199 4,947 10,077 4,157 8,950 7,127
334 361 281 259 330 150
1,273 0 1,112 0 0 1,041

0 0 0 0 0 1,946
32,629 44,764 56,904 65,685 72,570 78,961
$ 295602 $ 596,898 $ 714,106 $ 597,025 $ 654548 $ 698,528
0 0 0 0 0 204,469

0 0 0 0 0 5,804

2,003 1,800 2,061 2,308 3,070 2,044
141,252 155,612 174,472 177,466 184,153 199,539
0 0 0 0 0 0

4,616 7,427 5,494 6,281 18,108 12,343
36,210 45,140 31,743 34,833 58,400 65,330
0 0 0 0 0 0

0 22,423 20,091 17,353 26,405 22,181

0 0 0 0 0 38,112
38,908 65,163 65,012 76,982 69,337 100,479
4,060 3,135 3,381 5,825 3,705 7,376
8,420 1,054 2,340 1,061 1,091 890
2,184 2,148 2,561 2,690 2,283 3,056
0 0 0 0 0 0

450 450 450 500 525 583
11,638 292 10,121 2,979 116 4,085
0 0 0 0 0 0

7,163 8,250 14,844 9,180 10,765 12,037
21,022 44,098 43,244 49,062 45,325 45,278
3,172 3,648 857 237 2,297 7,056
10,456 13,736 20,300 22,557 30,483 24,443
6,433 7,452 4,421 4,161 6,060 3,562
15,327 27,609 26,159 17,697 19,695 21,562
0 4,335 0 0 0 0

1,809 2,164 2,283 1,883 1,902 2,175
136 1,092 94 182 131 164

0 40,000 0 0 0 0

5,597 6,606 5,680 5,665 7,536 6,209
10,544 10,503 12,136 12,692 11,110 11,709

$ 714666 $ 1,190,948 $ 1335911 $ 1,160,820 $ 1,369,434 $ 1,696,584

$ 219589 $ 20,558 % (8,304) $ 33,894 $ 465279 $ 521,947




lowa Prison Farms Calculation for Potential Sale First Calculation

Attachment 4

Operating Crop Acres || Pasture/Timber | | Rented Out Acres Total Acres Projected Dollars for Sale Price Per Acre Calculation of Price Per Acre
Farms (certification)| | Grass/(approx.) (per lease) Wetland|| Total [[Crop Acres Other Acres Crop Acres  Other Acres Total Crop | Other Region County
Region County Average % of
High Medium Low Average Average Region Average Adjustment

Anamosa 605.0 620.2 8.7 1,233.9 605.0 628.9|($ 4,449,641 $ 2,852,760 $ 7,302,401(| $7,355 $4,536 10,201 $ 8,128 $ 5013 $ 8,420 $ 7,619 90.5% 100.0%
Ft. Madison

Farm #3 272.3 210.5 482.8 272.3 210.5 1,618,755 710,100 2,328,855 5,945 3,373 8,879 5,685 3,226 6,172 6,454 104.6% 100.0%
Newton 60.0 186.0 799.4 1,045.4 859.4 186.0 4,453,392 650,990 5,104,382 5,182 3,500 11,139 8,466 5,718 9,365 7,643 81.6% 75.0%
Rockwell City 98.1 1.8 0.0 99.9 98.1 1.8 966,077 12,087 978,164 9,848 6,715 11,128 8,619 5,877 9,216 10,530 114.3% 100.0%

Subtotal 1,035.4 1,018.5 799.4 8.7 2,862.0 1,834.8 1,027.2([$ 11,487,865 $ 4,225,937 $ 15,713,802
Leased Out
Farms
Eldora 65.2 220.9 286.1 220.9 65.2(|$ 1,896,699 $ 378,108 $ 2,274,807 8,586 5,799 11,139 8,466 5,718 9,365 9,498 101.4% 100.0%
Clarinda 8.0 8.0 8.0 0.0 47,376 0 47,376 5922 3,945 8,818 6,732 4,484 7,015 6,171 88.0% 100.0%
Independence 3.9 73.0 76.9 73.0 3.9 634,486 22,936 657,422 8,692 5,881 10,708 7,815 5,288 8,523 9,479 111.2% 100.0%
Woodward 188.7 447.3 636.0 447.3 188.7 3,887,528 1,107,675 4,995,203( | $8,691 $5,870 11,139 8,466 5,718 9,365 9,614 102.7% 100.0%

Subtotal 0 257.8 749.2 0 1,007.0 749.2 257.8|[$ 6,466,089 $ 1,508,719 $ 7,974,808
Total 1,035.4 1,276.3 1,548.6 8.7 3,869.0 2,584.0 1,285.0( [$ 17,953,954 $ 5,734,656 $ 23,688,610

-2,131,975 9.0% reduction

Notes: $ 21,556,635

1) High/Medium/Low/average are for the multi-county region map.

2) County average is for that county and from the average-by-county map. The most recent county map is for CY 2012.

3) County average as a percent of region average adjusts the High/Low value to account for county differences.
4) The adjustment factor allows application of a discount or premium to all the property at that site for cases where the land is not average.

Source: ISU 2012 lowa Farmland Value Survey



http://www.extension.iastate.edu/agdm/wholefarm/html/c2-75.html

lowa Prison Farms Calculation for Potential Sale Second Calculation

Operating Crop Acres || Pasture/Timber | [ Rented Out Acres Total Acres Projected Dollars for Sale Price Per Acre Calculation of Price Per Acre
Farms (certification)| | Grass/(approx.) (per lease) Wetland|| Total ||[Crop Acres Other Acres Crop Acres  Other Acres Total Crop | Other Region
Non Tillable
High Medium Low Pasture Adjustment

Anamosa 605.0 620.2 8.7 1,233.9 605.0 628.9|[$ 5,262,895 $ 1,853,368 $ 7,116,263|| $8,699 $2,947 11,700 $ 8699 $ 5771 $ 2,947 100.0%
Ft. Madison

Farm #3 272.3 210.5 482.8 272.3 210.5 2,173,499 469,415 2,642,914 7,982 2,230 11,368 7,982 4,495 2,230 100.0%
Newton 60.0 186.0 799.4 1,045.4 859.4 186.0 5,816,419 368,838 6,185,257 6,768 1,983 11,887 9,024 6,185 2,644 75.0%
Rockwell City 98.1 1.8 0.0 99.9 98.1 1.8 927,830 5,108 932,938 9,458 2,838 12,115 9,458 6,600 2,838 100.0%

Subtotal 1,035.4 1,018.5 799.4 8.7 2,862.0 1,834.8 1,027.2(|$ 14,180,643 $ 2,696,729 $ 16,877,372
Leased Out
Farms
Eldora 65.2 220.9 286.1 220.9 65.2(|$ 1,993,402 $ 172,389 $ 2,165,791 9,024 2,644 11,887 9,024 6,185 2,644 100.0%
Clarinda 8.0 8.0 8.0 0.0 64,552 0 64,552 8,069 3,107 10,819 8,069 5,706 3,107 100.0%
Independence 3.9 73.0 76.9 73.0 3.9 705,107 10,846 715,953 9,659 2,781 12,925 9,659 6,220 2,781 100.0%
Woodward 188.7 447.3 636.0 447.3 188.7 4,036,435 498,923 4,535,358(| $9,024 $2,644 11,887 9,024 6,185 2,644 100.0%

Subtotal 0 257.8 749.2 0 1,007.0 749.2 257.8||$ 6,799,496 $ 682,158 $ 7,481,654
Total 1,035.4 1,276.3 1,548.6 8.7 3,869.0 2,584.0 1,285.0(|$ 20,980,139 $ 3,378,887 $ 24,359,026

-2,192,312  9.0% reduction

Notes: $ 22,166,714

1) High/Medium/Low/average are for the multicounty region map.
2) The adjustment factor allows application of a discount or premium to all the property at that site for cases where the land is not average.

Source: I1SU September 2013 lowa Farmland Value Survey



http://www.extension.iastate.edu/agdm/wholefarm/pdf/c2-75.pdf

lowa Prison Farms Calculation for Potential Sale Third Calculation

Operating Crop Acres || Pasture/Timber | [ Rented Out Acres Total Acres Projected Dollars for Sale Average Price Per Acre
Farms (certification) | | Grass/(approx.) (per lease) Wetland|| Total ||Crop Acres Other Acres Crop Acres  Other Acres Total Crop [ other
Adjustment

Anamosa 605.0 620.2 8.7 1,233.9 605.0 628.9(|$ 5,311,900 $ 1,699,288 $ 7,011,188|| $ 8,780 $2,702 100.0%
Ft. Madison

Farm #3 272.3 210.5 482.8 272.3 210.5 2,390,794 568,771 2,959,565 8,780 2,702 100.0%
Newton 60.0 186.0 799.4 1,045.4 859.4 186.0 5,659,149 376,929 6,036,078 6,585 2,027 75.0%
Rockwell City 98.1 1.8 0.0 99.9 98.1 1.8 861,318 4,864 866,182 8,780 2,702 100.0%

Subtotal 1,035.4 1,018.5 799.4 8.7 2,862.0 1,834.8 1,027.2|[$ 14,223,161 $ 2,649,852 $ 16,873,013
Leased Out
Farms
Eldora 65.2 220.9 286.1 220.9 65.2(($ 1,939,502 $ 176,170 $ 2,115,672 8,780 2,702 100.0%
Clarinda 8.0 8.0 8.0 0.0 70,240 0 70,240 8,780 2,702 100.0%
Independence 3.9 73.0 76.9 73.0 3.9 640,940 10,538 651,478 8,780 2,702 100.0%
Woodward 188.7 447.3 636.0 447.3 188.7 3,927,294 509,867 4,437,161|| $ 8,780 $2,702 100.0%

Subtotal 0 257.8 749.2 0 1,007.0 749.2 257.8||$ 6,577,976 $ 696,575 $ 7,274,551
Total 1,035.4 1,276.3 1,548.6 8.7 3,869.0 2,584.0 1,285.0{ [$ 20,801,137 $ 3,346,427 $ 24,147,564

-2,173,281 9.0% reduction

Notes: $ 21,974,283

1) High/Medium/Low/average are for the multicounty region map.
2) The adjustment factor allows application of a discount or premium to all the property at that site for cases where the land is not average.

Source: ISU 2013 September lowa Farmland Value Survey



http://www.extension.iastate.edu/agdm/wholefarm/pdf/c2-75.pdf

Attachment 5

Source: lowa Treasurer of State
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